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SUBJECT: Long-Term Care for Seniors Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED/AMENDED 2/22/00 STILL APPLIES.
X OTHER - See comments below.

SUWARY OF BILL

This bill would provide for a $500 non-refundabl e credit to taxpayers who are
eligible caregivers for each applicable individual 65 years of age or older in
need of long-termcare. An applicable individual may be the taxpayer, spouse of
the taxpayer or a qualifying dependent (as defined under this bill) who has been
certified to have | ong-term care needs.

SUWWARY OF AMENDMENT

The May 22, 2000, anendnments renoved the prior credit |anguage that would have
all owed a $500 credit for famly and non-famly nenbers but excluded the taxpayer
or the taxpayer’s spouse. The anendnents added | anguage to allow a $500 credit
for the taxpayer, the taxpayer’s spouse and a dependent (as nodified) of the

t axpayer

The di scussion of the current treatnment of |ong-termcare and the revenue

di scussion contained in the February 22, 2000, analysis still apply. The
remai nder of the February 22, 2000, analysis no |longer applies and is replaced
with the discussion in this analysis.

EFFECTI VE DATE

This bill would be effective i medi ately upon enactnent and operative for taxable
years begi nning on or after January 1, 2000.
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SPECI FI C FI NDI NGS

This bill would provide a $500 non-refundable credit to a taxpayer for each
appl i cabl e i ndi vidual 65 years of age or older with long termcare needs for whom
the taxpayer is an eligible caregiver. A taxpayer is treated as an eligible
caregi ver for the taxpayer, the spouse of the taxpayer, or a qualifying dependent
(under this bill) who has been certified by a physician to have |long-term care
needs.

For purposes of this credit, this bill would broaden the definition of a
dependent in two ways. First, the gross incone threshold test would increase to
the sum of the federal personal exenption anount, the federal standard deduction
and the additional federal deduction for the elderly and blind. In 1999, the
gross inconme threshold would generally be $8,100 for an elderly or blind
dependent. The threshold amounts are cal cul ated using the federal amounts.
Second, the support test would be deened to be net if the taxpayer and an

i ndi vidual with long-termcare needs reside together for a specified period. The
I ength of the specified period woul d depend on the relationship between the
taxpayer and the individual with [ong-term care needs. The specified period
woul d be over half the year if the individual is the parent (including
stepparents and in-laws), ancestor of the parent, or child of the taxpayer.

O herwi se, the specified period would be the full year. |If nore than one
taxpayer resides with the person with |ong-term care needs and would be eligible
to claimthe credit for that person, then those taxpayers generally nust

desi gnate the taxpayer who would claimthe credit. |If the taxpayers fail to do
so or if they are married to each other and filing separate returns, then only
the taxpayer with the higher nodified federal AG would be eligible to claimthe
credit.

Under this bill, an individual age 65 or ol der would be considered to have
long-termcare needs if he or she were certified by a |icensed physician (prior
to the filing of a return claimng the credit) as unable for at |east six nonths
to performat |east three activities of daily living (ADL) w thout substanti al
assi stance from another individual. The inability to performthree ADLS nust be
due to a loss of functional capacity (including individuals born with a condition
that is conparable to a | oss of functional capacity).

As under the present-law rules relating to long-termcare, ADL would be eating,
toileting, transferring, bathing, dressing, and continence. Substanti al

assi stance woul d i nclude both hands-on assi stance (the physical assistance of
anot her person w thout which the individual would be unable to performthe ADL)
and stand-by assistance (the presence of another person within arms reach of the
i ndi vidual that is necessary to prevent, by physical intervention, injury to the
i ndi vi dual when performng the ADL.

As an alternative to the 3-ADL test descri bed above, an individual woul d be

consi dered to have long-termcare needs if he or she were certified by a |icensed
physician as (a) requiring substantial supervision for at |least six nonths to be
protected fromthreats to health and safety due to severe cognitive inpairnent
and (b) being unable for at |east six nonths to performat |east one or nore
ADLs. An individual would al so be considered to have long termcare needs if, to
t he extent provided by FTB (in consultation with the Secretary of Health and

Vel fare Agency), the individual is unable to engage in age-appropriate
activities.
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This bill would provide that a portion of the period certified by the physician
woul d have to occur within the taxable year for which the credit is clained.
After the initial certification, individuals would have to be recertified by
their physician within three years or such other period as the Franchi se Tax
Board (FTB) prescribes.

This bill would require the taxpayer to provide a correct taxpayer identification
nunmber for the individual with long-termcare needs for whomthe credit is
clainmed, as well as a correct physician identification nunber for the certifying
physician on the tax return. Failure to provide correct taxpayer and physician
identification nunbers would be subject to the mathematical error rule. Under
that rule, the FTB may sumuarily assess additional tax w thout sending the

i ndi vidual a notice of proposed assessnent. Further, the taxpayer could be
required to provide the required physician certification upon the FTB s request.

This bill would provide for any excess credit to be carried over until exhausted.

Pol i cy Consi derati ons

This credit would not be limted to taxpayers or applicable individuals who
reside in California. However, limting the credit to residents of
California may render the bill unconstitutional.

This bill would not actually require the taxpayer to provide long-termcare
to an applicable individual. This bill would only require the applicable

i ndi vidual to be certified as needing long-termcare and that the applicable
i ndi vi dual be the taxpayer, taxpayer’'s spouse or a qualifying dependent of
t he taxpayer.

The tax credit provision does not contain a sunset date. Sunset dates
generally are provided to allow periodic review by the Legislature.

This bill would allow an unlimted carryover period for the credit.
Recently enacted credits have contained a limted carryover period since
credits typically are exhausted within eight years.

FI SCAL | MPACT

Departnmental Costs

This bill would not significantly inpact the departnent’s costs.
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Tax Revenue Esti mate

Revenue | osses under the Personal Incone Tax Law are estinmated as foll ows:

Revenue | npact of AB 2096 as
Amended 5/ 22/ 2000

For Taxabl e Years Begi nni ng

1/ 1/ 2000
Assuned Enactnent After
6/ 30/ 00
(In M11lions)
2000- 01 2001-02 2002- 03
-$25 -$24 - $26

Thi s anal ysis does not consider the possible changes in enpl oynent, personal
i ncome, or gross state product that could result fromthis proposal.

Tax Revenue Di scussi on

Revi sed revenue | osses above reflect an increase of $5 mllion for fiscal
year 2000-01, $6 million for 2001-02 and 2002-3 fromthe previous version of
this bill. The increase in losses is primarily attributable to changing the

definition of a qualifying individual to include the taxpayer or the
t axpayer’ s spouse.

Wth the above exception, our previous anal ysis and assunptions for this
bill still apply.

BOARD POSI TI ON

Pendi ng.



